Following the implementation of the land reform in the 1990's, land rentals have developed in Romania, mainly in a reverse tenancy configuration. The paper provides an analysis of contractual practices in this configuration, based on empirical data collected through intensive field work in Transylvania. The paper depicts the reverse tenancy configuration and the conditions of its emergence in Romania, following the implementation of transition reforms in the agricultural sector. Characterizing the negotiation and enforcement of contracts in this configuration shows that in a situation where no effective enforcement mechanism is available, the market structure is such that tenants can choose "very incomplete" contracts or default on their contractual obligations. The analysis of the landowners' perspective, taking into account their perception of the contractual relationship contributes to explain why contractual practices persist in this context. The article concludes with a discussion, from a policy perspective, of the equity-enhancing role of the land lease market in such this reverse tenancy configuration.
Introduction
Land transactions through sales and rental markets can play an important role in the development process, insofar as they allow for a reallocation of resources when there are differences in individuals' skills and endowments of factors of production. However, it has been shown that the scope for the land sales market to bring about efficiency and equity is reduced in contexts where credit and insurance markets are imperfect (Deininger and Feder, 2001; Deininger, 2003b) . As such, recently published studies in the field
• Commercial and agricultural societies as "tenants". Agricultural engineers, who worked in cooperatives, state farms or mechanization stations at the time of Ceausescu often lead these largescale corporate farms. From the socialist period, they have kept numerous contacts with the active network of their former colleagues who now work in agro-business firms, banks or local administration. Thus, these corporate farms have physical and financial capital (in part inherited from the socialist structures) and benefit from the technical and marketing expertise as well as the social capital of their leaders. These societies do not own land in property, as it has been redistributed by the land reform. Agricultural societies have nevertheless access to their members' land; they are involved in the reverse tenancy configuration insofar as they lease land from outside landowners.
• Small landowners who have benefited from the land reform through restitution or distribution.
Mostly living in cities or retired in rural areas, they choose to lease out their land, or part of it, in order to get an income without any involvement in the agricultural process. They are mainly the owners of parcels previously farmed by state farms (as former members of cooperatives are often now members of agricultural societies). They may be also landowners who were members of agricultural societies 5 As far as we know, there is no detailed account of the (unclear) privatisation process of state farms. 6 Giordano and Kostova (2002) describe how similar transition reforms also led to the dominance of a reverse tenancy configuration in the Dobrudzha area in Bulgaria.
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Contractual practices
In the study area, two types of contracts are practiced in the reverse tenancy configuration: fixed-rent contracts and what we call here range contracts. To our knowledge, this type of contract is not described in the literature on agrarian contracts. It makes provision for the payment of a rent included between two fixed quantities of products, such as "between 200 and 500 kg of wheat/ha" ( Table 1 ). The rent paid to the landowners is calculated "on the basis of the production realized", but without more indications about the modalities of calculation of the rent; we will see the importance of this point in the analysis of contractual choice. The contract terms are identical for all the landowners leasing out to a given agricultural or commercial society -the latter using standard forms of their own. At the time of the study, whereas contracts used by commercial societies were written and registered at the town hall in accordance with the law on land lease n°16/1994, contracts between agricultural societies and non-member landowners remained informal. From 2001 to 2007, the marketed production of "commercial farms", defined as at least 110 hectares in flat areas or 50 hectares in hilly areas, benefited from state subsidies. Commercial societies had to provide formal evidence regarding the area they farmed, in order to obtain the status of "commercial farms" and be eligible for these subsidies. Agricultural societies did not face the same incentive, as their status of legal association constituted evidence of members' acreages, which were already large enough to allow the societies to benefit from subsidies 7 .
[ Table 1 ]
The duration of contracts is for five years, with the exception of one society which renews contracts every three years. Rents are always defined in kind with wheat as the reference product (such as "400 kg of wheat per hectare"), whatever the crop cultivated. The definition in kind of the rent has to be related to the high inflation rate (15.3% in 2003, 11.9% in 2004) . Wheat is, along with corn, the staple crop produced in Romania, but while corn is mostly used for self-consumption, wheat is traditionally sold on the market and can thus be used as a standard. The rent is paid in kind or cash, the cash equivalent being usually calculated on the basis of the wheat market price at the harvest time.
Share contracts are currently not found in the reverse tenancy configuration, while they are commonly used between small landowners. Share contracts were practiced before the communist period, under two arrangements: (i) the a treia contract: the landowner was in charge of the cash costs, the tenant provided his labour and received a share of 30% of the output; (ii) the in parte contract: the tenant provided his 7 Since 2007, the EU agricultural subsidies, paid on an area basis, are implemented in Romania. Any farm (including agricultural societies) has now to provide evidence of the acreage cultivated in order to benefit from CAP area payments.
-7 - labour and the two actors were sharing half the expenses and the production. Although they were banned by the decree n°115/1953, these practices have lasted during the communist period in the areas where individual farming has persisted (mountains and hills). Share contracts with 30% and 50% shares of the output are currently observed between small landowners. Today the 30% share of the output in the a treia contract corresponds no longer to the tenant's labour remuneration, but to the land rent paid to the landowner, who does not participate in the production process.
As the emergence of contractual practices involving large-scale farms is very recent, it is of interest to wonder about the conditions of emergence of new contracts, i.e., the conditions of institutional innovation.
In the Romanian context, references were lacking to organize the contractual relationships between societies and landowners. The fieldwork highlights the role of the new legal framework not only as a normative framework, but also as a provider of focal points in the establishment of the coordination (Schelling, 1960) . Without any experience regarding contract types, the leaders of newly privatized commercial societies initially carried on the practices of the state owned commercial societies during their relatively short life time. The dividends paid to the landowners were in fact fixed rents equal or higher than a given amount of wheat defined as 300 kg of wheat/hectare (law n°46/1992), then as 600 kg of wheat/ha (law on land lease n°16/1994). For example, SC Zlatna was created in 2000 out of state owned commercial society Oasa-Mica. It continues to use the same type of contract that SC Oasa-Mica used, which was offering contracts providing for the payment of 700 kg of wheat/ha to the shareholders. In a similar way, the choice of a five-year duration originates from a provision of the law n°16/1994, since then abrogated.
In 2000, SC Sureanu became the first society to use range contracts, on the basis of a biased interpretation of the law on land lease n°16/1994. That law made provision for a definition of the level of the rent as "a fixed amount of products included between a lower and an upper level of production", without giving a clear methodology to determine the minimum and maximum rents, and without stating how the precise
In the municipality of Sebeş, commercial and agricultural societies are the main actors on the demand side of the land lease market -only a few individual farmers lease land and they usually lease in small areas.
The fact that several societies are farming in the same village (Table 1) does not mean that they are in competition for land. Indeed, societies are working contiguous parcels by leasing land from landowners owning adjacent plots. Landowners have generally no choice over which society to lease out their parcels, depending on their location. The area under tenancy arrangements worked by a given society shows little variation from one year to another. At an infra-village level, societies are thus in a monopoly position, except, potentially, at the limits of their operational zones or if the entry of a new actor changes the local contractual game. Due to the stabilization of the intervention zone of the societies, this remains exceptional 9 . Landowners have thus to accept the tenant conditions if they want their land to be farmed 10 .
Societies are in such a position that they can stipulate the terms of the contracts, identical for all the landowners, under the condition they provide them with a minimal "satisfaction" level.
In the literature dealing with contract choice, the models are based, for the most part, on the assumption that the landowner chooses the terms of the contracts. Two broad approaches can be distinguished: those developed in a Principal-Agent framework and transaction costs models (for a recent review, see Dasgupta et al., 1991) . The application of the principal-agent framework to the analysis of agrarian contracts takes into account informational asymmetries between the landowner and the tenant (a potential wage worker) when supervision is costly (the moral hazard problem) (Stiglitz, 1974) . This model is based on the assumption that the landowner is less risk-averse than the tenant. The choice between fixed-rent, wage or share contracts depends on the trade-off between risk-sharing and incentives, along with the local conditions (the level of supervision costs and of production risk, the agents' relative risk aversion, etc.) As for transaction costs models, they assume risk neutrality and do not restrict the risk of opportunism to the tenant's labour effort. They envisage other moral hazard problems depending on the contract type: soil over-exploitation, cheating regarding the sharing of the product, etc. (Datta et al., 1986; Allen et Lueck, 1992; 2002 ). Landowner's opportunism is also considered, when he participates in the production process (Eswaran and Kotwal, 1985) . The choice between contract types is then explained by the relative weight of agency risks, depending on the situations (types of crops, soils, marketing systems, etc.), with sharecropping resulting from a trade-off between these risks.
While situations in which the traditionally assumed relationship landowner-tenant is reversed have been observed empirically in several contexts (Lastarria-Cornhiel and Melmed-Sanjak, 1999) , the issue of contract choice in a reverse tenancy configuration has been only analyzed in a few studies. Bellemare and Barrett (2003) explain the choice of share contracts by a landowner leasing out his land to a relatively richer tenant in Madagascar by a trade-off between the provision of incentives to the tenant and a reduction of the risk of land appropriation linked to fixed-rent contracts in this context. This model remains within the principal-agent framework as it is based on the assumption that the landowner unilaterally chooses the terms of the contract. In the two other studies analysing contract choice in a reverse tenancy situation, the tenant, who is endowed with some non-tradable resources, has some bargaining power and may influence the contract choice. The tenant's point of view is thus taken into account in the hypotheses on the determinants of contractual choice. These studies analyze the choice between fixed-rent contracts, share contracts and cost-sharing contracts in the highlands of Eritrea, where the tenants are typically richer than the landowners (Tikabo, 2003) and in Mexican ejidos, where situations of reverse tenancy were also identified (Colin, 2005) . Both studies explain landlords and tenants' preferences for the different types of contracts by financing constraints and risk aversion. Because of the market structure in the contexts studied, the contractual relationships between landowners and tenants set up through their mutual preferences for the same type of contract; i.e., contract choice tends to result from a matching between complementary objectives.
In the situation studied in Romania, the tenant chooses the contract terms and thus moral hazard costs arising from his behaviour are not determinants of the type of contract chosen, fixed-rent or range contract. As landowners do not participate in the production process, the costs resulting from the risk of obsolete equipment does not allow the observance of an optimal farming calendar (Rusu, 2001) . Beyond production risks, the leaders of societies have now to bear the risks associated with market conditions (output prices instability, high inflation rate, unfavourable evolution of the relative prices of inputs and -10 - landusepol.2008.10.008 outputs 11 ), the problems encountered with processors (payment delays, production refusals despite contracts when the buyer finds a better price elsewhere), and the unpredictability of subsidies awarded to agricultural producers 12 .
Agricultural and commercial societies take these risks into account in their contractual practices. The societies using fixed-rent contracts have included clauses that make provision for a reduction of the rent in case of unfavourable natural conditions. These clauses constitute a risk-sharing device (Cheung, 1969) .
However, their application requires that the government declares the region concerned as a "natural calamity area".
Under a range contract, the definition of the effective rent depends on the goodwill of the societies. This contract type is (and that is how the leaders of societies justify their choice) a better risk-sharing mechanism than the fixed-rent contract with calamity clauses, as it allows an adaptation to the annual production variability without any legal conditions. The range contract also permits the societies to share the market risk with landowners. According to the societies' heads, the effective rent level is defined every year at the end of July, after the harvest of wheat and barley 13 , the other crops (soya, corn and sunflower) being harvested only in October. On the basis of the results of wheat and barley production, societies choose (through a rough estimate rather than a formal calculation, according to their managers) the rent to be delivered to the landowners per hectare, while (i) reducing the rent in order to keep a cash reserve for the launching of the following production cycle, and (ii) consulting the other agricultural or commercial societies so that the rents paid to landowners in a same locality do not differ from more than 100 kg of wheat/ha. The relation between societies farming in the same area is thus characterized more by collusion than competition.
Another option regarding risk sharing could have been the choice of share contracts rather than fixed-rent contracts with calamity clauses or range contracts. Sharing the harvest would have allowed spreading the production risk and sharing the net result, after the deduction of production costs, could be used as a device for sharing market risk. As share contracts were already practiced between small landowners, they
were not unknown to the managers of societies. However, the major advantage for tenants of the choice of fixed-rent contracts with calamity clauses and of range contracts, compared to share contracts, lies in the 11 Between 1990 and 1999, inputs prices have increased about three times more than agricultural products prices (Gavrilescu and Giurca, 2000) .
12 From 2001 to 2007, subsidies for farms defined as « commercial » were mainly subsidies for the production sold to processors or intermediaries. The agricultural products concerned by these subsidies as well as their level used to vary from one year to another. 13 Wheat and barley account for 40% to 60% of the area farmed by societies (SC Zlatna is an exception with wheat and barley representing only 32% of the farmed area).
-11 - is no real enforcement issue regarding the payment of the rent, as there is no explicit rule for the rent calculation that could be broken. We did not observe any case of default on the inferior limit of the range, which can be explained by the low level of this bound.
In the Romanian context, the judicial system does not constitute an enforcement device and landowners do not envisage resorting to it. On the one hand, this recourse is considered as too costly and inefficient. A Informal institutions (as envisaged by Milgrom et al. (1990) or Greif (1993; 2002) : coalitions, merchant law), which would potentially overcome the failure of formal institutions regarding contract enforcement, are lacking here. In this situation where societies hold a monopoly position, reputation and exclusion effects cannot come into play. In a similar way, at a bilateral level, a repeated game rationale (Klein and Leffler, 1981; Klein, 1985) or interlinked contracts (Bardhan, 1980 ) cannot be effective. We do not observe either a collective action of landowners aiming at offsetting the position of strength of the societies. Urban landowners account for a large share of the area under lease contracts and, because of their dispersion, they cannot be mobilized on such an issue. Rural landowners whose income depends the most on the land rent 16 are the oldest and/or the poorest and therefore are not in the best position to initiate a collective action.
All said and done, because of the absence of any rule for the rent calculation in the case of range contracts and because of the possibility of a unilateral default on the fixed-rent payment, there is no real difference between fixed-rent and range contracts in this reverse tenancy configuration. The choice between the two types of contract is merely a formal choice, the level of the rent delivered to landowners being anyway defined ex-post depending on the natural and market conditions. 16 A rent of 400 kg/ha represents for 2.3 hectares (the average acreage leased out by landowners interviewed in 2004) a level of income equal to 4.1 million lei, that is almost equivalent to the average monthly income (4.3 million lei).
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The landowners' perspective
As such, the lack of options available to landowners could explain the persistence of land lease transactions despite the extreme incompleteness of range contracts and the risk of default on fixed rents.
However, a behavioural perspective enriches the picture. The usual economic analyses of agrarian contracts do not pay much attention to the distance that may exist between "objective" situations and their perception by actors 17 . This study illustrates the incidence, on contractual practices, of the actors' perception of their situation (Simon, 1976; 1978) , of their "mental models" (North, 1990) , of the cognitive processes of categorization or framing of the situations, on the basis of past experience (Hodgson, 2004; Kahneman, 2002; Vanberg, 1993) . As put forward by North (1990, p.17) : "The motivation of the actors is more complicated (and their preferences less stable) than assumed in received theory. More controversial (and less understood) among the behavioral assumptions, usually, is the implicit one that the actors possess cognitive systems that provide true models of the world about which they make choices or, at the very least, that the actors receive information that leads to convergence of divergent initial models. This is patently wrong (…)."
In the situation studied, it appears that landowners do not always perceive the contract incompleteness or the default on rental payments. Twenty-nine of the forty landowners we interviewed did not know the terms of the contracts they signed with commercial societies. They just did not know what was provided for in the contract (7 landowners) or they thought the contract was of a different type (22 landowners), i.e., that it was a fixed-rent contract whereas it was a range contract (14/22), or that it was a share contract whereas it was a fixed-rent or a range contract (8/22) . This ignorance of contract terms can be explained by the fact that rural landowners are not familiar with written documents; only 8 of them asked for and kept a copy of the contract. Above all, most landowners do not draw any distinction between commercial and agricultural societies. For them, their land is farmed by an "association" and they see their relationship with a commercial society as the relationship existing between an agricultural society and its members.
Hence, they expect to receive a rent defined after the harvest, on the basis of the results of the year. Stan (2005) also notices such a confusion regarding the associative and leasing forms of land tenure in her study area in Dâmboviţa where the term "association" is used to name any large-scale farming.
The potential disconnection between the individual physical plots, their exploitation and the returns obtained contributes to landowners' confusion between the two organizational forms. Because of the high land fragmentation, the leaders of agricultural and commercial societies sometimes come to amicable agreements for the exchange of parcels in order to form contiguous cultivation areas. The owners of the enforcement devices are lacking, the position of strength of tenants is based on the major imperfection of the land lease market. Because of the privatization policies and agricultural measures implemented during the transition process, the large-scale farms, commercial societies and agricultural societies, have found themselves in a monopoly position, the landowners having no or a few tenancy options. The attitude of landowners regarding the incompleteness of range contracts or the default on fixed-rent payment is not just reflecting the absence of enforcement mechanisms and the scarcity of alternatives; it also reflects their perception of the contractual relationship. Indeed, most landowners do not expect the payment of a rent previously agreed on but the delivery of a certain amount of wheat defined on the basis of the tenants'
results. This Romanian case illustrates then the importance of taking into account the cognitive dimension of actors' behaviour in the analysis of contractual practices, which calls for the development of synergies between institutional and behavioural economics in this field.
From a policy perspective, the equity-enhancing role of the land lease market is questionable in this situation, as the negotiation and enforcement conditions of the contract terms are clearly unbalanced in favour of the tenant, that is, the large-scale corporate farms.
The literature in development economics has stressed that direct regulation may not be the most efficient way to improve the tenancy equity outcomes (Deininger and Feder, 2001; Deininger, 2003b) . Historically, such rental regulation has been implemented in contexts characterized by the dominance of the typical relationship between large landlords and small tenants. The focus was on the protection of tenants through the limitation of contractual options or the definition of rent ceilings to be charged by landlords. Empirical evidence tends to show that these restrictions are costly to implement and, to a large extent, ineffective (Deininger and Feder, 2001; Deininger, 2003b) . Policies leading to the increase of outside options available to tenants (through the development of education and off-farm employment opportunities) are thus considered as more effective in improving tenants' bargaining power. In the Central and Eastern
Europe context, where the reverse tenancy configuration is common, Swinnen et al. (2006) note that improving access to information and enforcement of contract terms may be more effective than a regulation of the rental contracts for enhancing the bargaining power of small owners. In the same line, with regard to the Romanian situation, Duncan and Prosterman (2000) recommend the development of free legal services to disseminate information on the functioning of land lease markets, to ensure more transparency in lease transactions and to enforce contracts. Our analysis, by highlighting informational/cognitive and enforcement issues, supports such suggestions. The development of sustainable individual farms, which is the current objective of rural development policy in Romania, could also benefit landowners leasing out on the tenancy market, by breaking the monopolistic position of agricultural and commercial societies and thus improving landowners' bargaining power regarding the negotiation and enforcement of contract terms. Following the accession of the country to the European -17 - subsidies under the Single Area Payment Scheme (SAPS). The beneficiaries are the users of the land, owners or tenants, individual farmers as well as agricultural and commercial societies, providing they farm the land or keep it in good agricultural and environmental conditions. The introduction of these direct area payments should also have important implications 20 with regard to the equity outcome of the functioning of the land lease market. These implications will need further analysis. All names of societies are pseudonyms.
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